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REPORT OF THE BOARD

FINDINGS AND ORDER

1. Haarino Date and Place: 'This magsr came on for hearing before the Virginia
Gas and OII IJNrmd (hereahw "SoertF) at 9:00 a.m. on N

——"--14, 2SSS, at the Sougtwest
Vbgtnla fggher Educagtm Center on the campus of Virginia Highlands Community Colege,
Ablngdon, Virgbtis.

2. Aaaaammms: TbnoSry E. SeaN, Eetl. and Tam MulNna, Esq., appered for
the Appliamt; ~Marh A. Searle, Emf, aPpeamd for CNX Ges Company, LLC; A. Geesga Mnsen,
Jr., Esq.~for LSR Hokgngs, LI.C; and Sessda Sbnmans, Assislmt Adorney General,
was preienl to advise the Board.

3. Judsraction and Noace: Pursuant to va. code (JI) 45.1M1.1EJ SMI., the Board
5nds dart it IsN Jwlsdictlon over the sub)ect madsi. Based upon the tnldence pmssnlsd by
AppgcanL gte Shard also finds that the AFPHcant hss (1)emrndssd due dligenoe in cenduotlng s
search of the rabsonably svtdhtble sources to determine the idengty and whereabouts of ges «nd
ol owners, coal owners, mineral owners and/or potsntid owners, i.e., persons idenNed by



Applicant ae having ("Owner" ) or claiming ("Claimant') the rights to Coslbed Methane Gas in sN

coal seams bekrw the Tiller Seam and seams above 100 feet above the base of the
Pennsylverdan, incfudlng but not limited to, the Upper Seaboard, Greasy Creek, bgddle
Seaboard, Lower Seaboard, Upper Horsepen, MkkNe Horsepen, Wsr Creek, Lower Horsepen,
PoctNrontsa No. 9, Pocahontss No. 8, Pocahontas No. 7, Pocahontas No. 8, Pocahontss No. 5,
Poeshontas No. 4, Poaahonlas No. 3, Pocrdranlas No. 2, Pocaltontas No. 1 and vsrkrus
unnamed deal seams, coaNrsds and rock strata sssocdated thewwlth ( ereailsr "subject
Farms5on") In Subject DrNikrg Unit underlying and compdsed of Subject Lands; (2) rspresenled it

hss ghren ri«Nce to those paNes (hew«Her someNmes "person(s)" whether wkrrring to
individuals, corporaNans, parlnerships, ass«id«Hens, companies, businesses, trusts, joint
vsntuws or (rbher legal enNNes) enHNed by Va. Code Q 45.1-381.19and 45.1-361.22,to reNce of
the APPNe«Nen INed herskr; snd (3) that ths persons set forth in theb Application snd Notice of
Heartng have been Msn55sd by AppNcant through its due dNgencs ss Owners or Ckdmants of
Cc«Nrsd Gas interests underlying Sub)set Drging Unit and that persons iden55ed in

Eahlblt $4I «Hashed hewto sw persons iden55ed by AppHcant who msy be owners or
Claknsnts «f'Cordbed Methane Qas nterests in Subject Form«N«n who have not srstofaw
sgwed to ksNts or sell to the AppNcsrd endlor voluntsrNy pool their Gas interests. conNicNng Gss
OwnersiCkrNasnts in Subject DrNNng Unit are Naiad an BrchbB NL Further, the Board hss oaused
noNce of thill hssrkrg to be pubNshed as required by Va. Code $ 45.1-381.19.B.Whewupon, the
Board heretjy Nnds that the noNces given herein satisfy aN tatutory requirements, Beard rule
requiremenN and the minimum standards of dus proCess

4. Amsndmerrts: None

5. ~s:None

B. ReNsf Reauested: AppHcant requsets (1) that pursuant to Va. Code $ 45.1-
361.22, inckrtNng the applicatde portkes of Ve. Code 5 45.1~1.21,the Board pool aN the rights,
interesls ancj estates in and to the Gas in Subject DrNling Unit, Inctudkrg ths pooling of the
intewsts af Ble AppNcant and of the known and unknown unleased persons named in RMsR B-N
hewto and ifktt of their known snd unknown heks, ~,adminisrtrstors, devlsees, trustees,
sucoessors tel assigns, both imscNHsts and remote, for the drNing and opersNan, inckrding
praducNan, «f Co«Hied Methane Gas, pcrduced frcrm or allocated to the Sub)set DrNHng Unit

eststrNshsd fqr the Subject Form«Non nderbatg and comprised of ths Subject Lands, (hswahw
sometknes cNvely tden55ed and wfsrred to as W«N ~ant andlor OpersNon In the
subject DrNN«S UnH'), snd (2) that the Board esignste QssNNet operasng csrapany, Inc. as
Unit ~.

7. RsNsf Grsrdsd: Ths AppHcant's requested relief in this cause be snd hereby is
granted: (1) Pursuant lo Va. Code 5 45.1~1.21.C.3,Gee%st Cr- -w Company, Ine.
( ereefler "UnN Operator") kr designated as the Unit QpenNw authorized to drS and apewbs the
CoaNred Methane Qas well in the Subject DrNling Unit at Ihe lacsNon dephted on ths plat
attached hswta as BrchsrB A, subject to the permit poovlkkns contained in vs. code 55 45.1-
381.27IS Ngg„ to Nts~Coalbed Methane Gas Fiskl I Order OGCB 3-90, dakrd hlsy 18,
1990, ss enetwM; ta Q 4 VAC 25-150 Sj Ngg., Qss snd Oil Rsgukrdons; and to Q 4 VAC 25-
160 NN Ngg., Vjrgkda Gas and ON Board Regul«None, aN as amended fmm Hme to time, and (2) sN

the inbewsts add eektbss in and to the Qas in Subject DrNNng UnIL Incduding that of the AppNcant
snd of the knOWn and unknown unlessed persons Naiad on Brthgrit ~, alached hewta and
made a part hereof, and their known snd unknown heirs, seculars, adrrdnlstratsrs, ckndsees,
trusbsse, assigns snd successors, bath ImmecNata snd remote, be and hereby are poded In ths
Subject Farm«5«n in the Subject DrNHng Unit underlying snd comprised af the Subject Lands.

Pursuant to the Oakwood I Field Rules pronwlgaied under the authority of Vs. Code 5
45.1-361.20,the Board has adopted the folkrwlng melhod for the crdculaHon of producNon snd
revenue snd aNocsHan of aNowable costs for the pmducNon of Coalbed Methane Gss.



For Free Well Gas. - Gas shall be produced from snd slocated to only the 80-acre
drNNng unit in which the well is located according to the undivided interests of each
Owner/Ckdmant wNhln the unit, wMch undMdsd interest shall be ths rsgo (expressed as
a pefcsnbtgs) thtd Nte amount of ndnsral acreage wkhin each asperse tract that ls wein
the 5)ubject Drtging Unit, when pkt5ed on the suriace, bears to the total mineral acreage,
whtkt pkrNsd on the surface, conkdned wNhln the angra 80ecre drggng unit in the manner
set fsrth in the Oakwood I Field Rules.

8. Bscgon snd Siecgon Pertod: In the event any unlessed Owner or Claimant
named Ill Skjdbft $4 hswlo does not reach a volunkxy agresnxmt Io share kl the opsrstkm cf
the wsN IocNfsd In the Subject DrNNng Unit, st a rale of payment mutuaNy agreed lo by sfdd Gas
Owner or Ctffment snd the Unit Operator, then such person named may elect one of the optkes
sst forth in Psrsfyaph 9 below and must give wrNen nogce of his ektcgon of the optke selected
under psrafjrsph 9 io the designakxf Unit operstw at the address shown bekwv wNhin thirty (30)
days fnxn ttte dale of receipt of s oopy of 55s Order. A timely elecgon ehaN be deemed to have
been made If, on or before Nte last day cf saki 8%day period. such alscgng person has degvered
his wrkkm ttkfcgon to the designated Unit ~at the address shown bfdow or has duly
poslmarked ',and placed Its wrtgsn elecgon in first @ass UnNad Staker mail, posktge prepaid,
addressed tc the Unit Operator st the address shown txdow.

9.1 Oo5on 1 - To Psrgchals In The WeN Dsvekxxnent snd Ooersscn cf ths DrNNnc

jjgjj: Any unlessed Gss Owner or Ckrknant named in Sxhbit 84 who does not
reach a voluntary agreement with the Unit Operator may txect to psrtkNpsts in

the Well Development and Operation in the Subject DrNling Unit (hsreatter
"Partkdpagng Operator") by agreektg to psy the estimate of such Partkdpagng
Operakx"s proportionsts part of the actual and reasonable ccats cf the Well

Development contemplated by this Order for Gas produced pursuant to the
Oakwood I Fiekl Rules, indudlng a raasorutbkt supervkdon fae, ss mors
pargcularly set forth in Virginia Gas and ON Board Regukttion 4 VAC 25-180-100
(herein "Comp&ecWw-Productkm Coals"). Further, a Psrtkdpagng Operator
agrees to psy the esgmtda cf such Pttrtkxfxding Operator's popcrtkeals part of
ths Completed-for-ProducNon Cost ss set forlh btdow lo Nts Unit Operator within
forty4tve (45) days from ths later of ths date of maNlng or the date of recortgng of
this Order. The Complelad-for-Productkm Cost for the Subject DrNNng Unk is as
foNows:

Completed-for-Produc5on Cost: $398,400.00

Any gas owner and/or dalmsnts named in Exhbit ~, who elect this cpgon
(Opgon 1) understand snd agree that theh inkkd payment under this option is for
their poporgonate share of the Appgcsnt's eetimsh of actual cosh and
expanses. It is also un~ by aN persons ektcgng this optkm that they are
agreeing to pay their proportkmsts share of the actual costs and expenses as
determined by the Operator named In this Board Order.

A Partkdpagng Operator's proportbnste cost hereunder shall be the result
obtained by muigplyktg the Partkdpatlng perslors'Inkxest in Unit" times the
Compkrtsd4w~ucgon Cost set forth above. Pnwided. howevw, that in the
event s Partkdpagng Operator elects to pe5dpste and faNs or refuses lo psy the
esgmate of his protxxtionate part of Nxr Compkxad-for-Production Cost es sst
forth above, aN wkhln the time set forth herein and in the manner ~ in

Paragraph 8 of thkr Order, Ihen such Pertidpsgng Operator shaN be dawned to
have ekrcted not to partlctpets snd to have ekrcted compenssgon in lieu of
psrgclpetion pursuant to Paragraph 9.2 herein.



9.2 Oogon 2 - To Racetre A Cash Bonus Constderathn: In Neu cf partkxpagng in the
Well Development and OpenNon in Sub)sot DrINIng Unit under Paragraph 9.1
above, any unleased Gas Owner or Ckdrnant named in RthNHt ~ hereto who
does not reach a voluntary agraexent wkh tha Unit Operalor may ekrct to accept
a cash bonus conskleration of Sglkgg per net mineral acre owned by such
person, commencing upen enky of Ibis Order and congnuhg annuaNy untN

commencement of producgon from Subject DrNNng Unit, and thaeafkx a royalty
of tish of 880» (twehre and one+elf percent (12.5%)j cf the nat pneeeds
recehred by the Unit~I'w the sakr of the Coalbed Methane Gas produced
from any Well Development and Opelatkm covered by this Order muNpNed by
that person's Interest in Unit or prepoNonal sham of said pnxhcgon (for
purpoees of thkr Order. net pnxeeds shaN be actual proceeds received krss post-
prcductkxr costs incurred downsbeam cf the weghead, Inckxgng, but not Nmged
to, gagxxtng, compresshn, treagng, transporlagon and markegng costs, whether
peforrrxN by Unit Operator or a third person) as fair, reasonable and equkabkr
compenaNon to be pskl lo saki Gas Owner or Claimant. The initial cash bonus
shall become due and owing when so ekrcted and shall be tendered, paid or~ wNhin one hundred twenty (120) days of recorcgng of this Order.
Thereafter, annual cash bonuses, if any, shall become due and owktg on each
anniversary of the date of ecorcNry of this order in the event productkxt from
Subject Drglng UrHt has not thenrtofore commenced, and onoe due, shag be
krndered, paid or escrowed wNhin skdy (00) days of saki anniversary date. Once
the irNial cash bonus and the annual cash bonuses, if any, are so pakf or~, subject to a Nnal legal dstermhston of ownership, said payment(s)
shag be satisfaction kt full for the right, ntsresls, and ckdms cf such ekrcgng
person in and to the Gas produced from SIN)act Formagon in the Subject Lands,
except, howevtx, for the 1/0th roysfges due hereunder.

Subject to a final legal detenninegon of~, the election made under this
Paragraph 9.2, when so made, shaN be sagsfaction in full for the right, interests,
and ctatma of suoh ekrNIng person in any Well Development and Operagon
covered hereby and such ekrcgng person shall be deemed to and hereby does
leaee and assign, Ns right, interests. and INakns in and lo the Gas produced from
Subject Formagon in the Subject Driging Unit to the AppNcant.

9.3. Ooxon 3 - To Sham In The WeN Davekxxnmt And ceration As A hion-
Parttckratha frereon On A Carried Beds And To Recetve Considara5an In Ueu
Of Csafr: In Nsu of parNNpagng in the WeN Devehpment and Operagcn in

Suk)sct DrNNng Unit under Paragraph 9.1 above and in lieu of ecelving a Cash
Bonus CcnsidenNon under ParagrsfN 9.2 above, any unleased Gas Owner or
Claknaat named in Bxhgrlt 84 hereto who does not reach a voksnary
agreement wkh the Unit Operator may elect to share in the Well Development
and Operatkm of Subject DrNNng Unit on a carried basis (as a "Canied WellO~ so that the prsportbnate part of the Completed-for+reduction Cost
hereby aNocable to such Canted WeN Operator's interest is charged against such
Carried WaN Operator's share of pnxkxxbn from Subject DIINing Unit. Such
Canted WeN ~s dghts, nterasts, and cktkns in and to the Gas in Subject
DrNNng Unit shaN be deemed and hweby are assigned to the AppNcsnt untN the
proceeds from the sale of such Carried WeN Operator's share of poducNon from
Subject DrNNng Unit (exclusive of any royaNy, excess or overdding royalty, or
other non-operagng or non cost4earkrg burden reserved in any lease,
assignment thereof or agreement rekNng thereto covering such interest) equals
three hundred percent (300%) for e leased interest or two hundred percent
(200%) for an unleesed internet (whkdxrvtx is appcable) of such Canted WeN
Operator's share of Ihe Complehsd+r.producgon Costs agocable to the interest



of such Carried Well Operator. Any Gas Owner and/or Claimant named in

~xhWt 54 who ekxus this opHon (OPHon 3) understands and agrees that
Compktted4br~ucgon Costs are the Optuator's ackuu costs fOr well
development and opsruuon. Wheh ths AppHoant recoups and recovers from
such Carrkrd WeN Ofxuwkx's ~ interest the amounts provided for above,
then, the asstgsed inlarest of such Carried WeN Operator shsN aulomagcaNy
revert back to such Carrktd WeH Operator. end from and after such reverskrn,
such Carried WeN Operator shtHI be Nested as N it had partkdpaied inNaNy underP~ 9.1 above; and heretdbw, such pargtdpating person shall be charged
with and shall pay his proportionate part of sg further costs of such well
Devekrprnent and ~.
Subject to a Anal legal dutsrmkragon of ownership, the election made under thisP~ 9.3,when so made, shaN bs sagsfactkxI in fuN for the rigtus, Interests,
snd daims of such elecgng person in any WeN Devtuoprnent and Operitke
covered hereby and such elecgng fterson shaN be deemed to have and hereby
does assign Ns righls, interasts, and @aims in and to the Gas produced from
Sub)sot Formsgon kt lhe Subject DrNng Unit to the AppHcant for the period of
Nme during wiuch its interstu is carded as above provided prior to Ns revsrskm
back to such elecung person.

10. Faikse to Pmosrlv HscL In the event an unkesed person named in Sxhgtft SN
hereto does not reach a voluntary agreement wNh ihe Unit Operator and faNs to ekct wNhin the
One, in the rftanner and in acconftsee wNh ths terras of this Onler, one of ths alternagves set
forlh in P paph 9 above for which his inlaresl quaNes, then such person shaN be deemed to
have ekf txrt to partkdpate in the proposed WeN Develepment snd Opsragon in Subject
DIHHng Unk ttnd shaN be deemed, to a final Iegtu determkuttion of wwnusuhip, to have
e4stad te acbfpt as satkgasgon in fuH ibr such pinon's right, Interests, snd tdsins in and to ths
Gas the conqkferagon prcvtdod in paragraph 9.2 above for whhh Hs Interest quaNee and shell
be deemed Nr, have leased and/or assigned his right, interssls, and daims in snd to the Gas
produced frorlt Subject Formsgon in the Subject DrNng Unit lo the AppHcanL persons who fail to
properly elet4 shaN be deemed, subject to a Anal legal determinstke of ~, lo have
sewphd the Oxnpsneatkm and lerms sst forlh herein st Paragraph 9.2 in sagsfaction in fuN for
the right, ~, and dalms of such person in and to the Gas produced from ths Subject
Fomagon u fsrtyktg Subject Lands.

11. Dsfauk Sv psruchatkto Parson: In ihe event an unbased person named in

IfxbtbR HN4 sfacts lo partkdpate under sragltqm 9.1, but faHs or refuses to pay, to secure the
payment or to make an amsnyment wNh ths Unit Operelw for the payment of such person'
prot ~~ jHSit Of ths Compkrtad-for~ucgon Cost as sst forth hendn, sll wkhkt the Hme snd
in the ~as prescribed in this Order, then such person shsN be deemed to have wNhdrawn
his elecgon to Itartkfpate and shall be deemed to have ektcted to accept as saNsfaction in fuN for
such person'3 'dght, irderest, and dskns in and to the Gas the consideration provided in

Paragraph 92lafove for whkh his Interest qusNes depending on the excess burdens auiched to
such interest. 9lfhereupon, any cash bonus conslderagsn due ss a result of such deeroed ektcuon
shaN be pakl or escrowed by Unit Operator wghin one hundred twenty (120) days after
the last day ori which such defeNng person under ttus Order shoukl have pakl lus proportkmats
part of such odst or shoukl have made ~~ arrangements for the payment thereof. When
such cash bartas censtdelutke is pakl or escrowed, it shall be s "-f~ in fuH fcr the right,~-~~, end ckdms of such person in and to the Gas underlyktg Subject DrHling Unit In the
Subject Lands, covered hereby, except, however, for any royatues whhh would become due
pursusru lo paragraph 9.2 hereof.

12. Assionmsnt of Internet: In the event sn unleesed parson named in Kxhgrtt ~ is
unuse to reach s voluntary agreement to share in the Well Development snd ~



conlempkrHsd by this Order at a rale of payrrxei agreed to mutuaNy by stsd Owner or Claimant
and tha Unk Opendor, or faNs to make an ektcHon under Paragraph 9.1 above, then subject to a
Hrud legal datermbtetion of ownership, such person shall be deemed to have and shaH have
a«dgned unsc Pppgcant such person's right, interests, and cbtbns In and to «Nd waN, and other
share In prtXHuctkm to whhh such person may be enHHed by mason of any elecgan or deemed
elecNon heteunder in accordance wNh gte pnndsions of this Order governing sabf ektcgon.

13. Una Ooarvacr for Ooamlorh Qeafges ~» Company, Ine. shaN be and
hereby is as Unit Opertdor authorized tc drg and operose the Cotdbed Methane WeH

in subject ennaHon Nr subject DrHHng Unit, aN subject to the permit ~oondalrxM In va.
Code + .1~1.27Sjg,; g() 4 YAC 25-180 s(ggg., Qas and ON iqelpdatians; Q 4 vAC 25-
180 Sj Sgg.„virginia Qes and QN Board IqefpdaNons; Nut ~coalbed Qas Fiekl I order
OQCB, aN tw amended 0em Nme to tbne, end eN ekrcHons requbed by this Order shaH be
communbutjad to Unit~in wrtgng at the address shove behw:~Cr ~Company, Inc.

5$$8 Statgum Tvaae ~Suga 208
Bkwtialiam, ASAasaa NSHIH4

Phone: (505) 4$54NS
Fate (555)~711
ISn: ~L. Sispheneen

14. Ccxwnwmament of Ooeraaons: Unit Op«ster shaN commence or cause to
ciases~~ ~~m for tha drglng of Nle weN(s) wNhln the Subject Mlblg Unit and/or the
weN(s) «No(de the Subject DrHHng Unit but fmm wtdch producgon is aNo'sated to Nar Subject
DrHHng Unk wNhn seven Igxtdred and Thbty {730)days from the dale of the order and shaN
prosecute sbme wNh due dggerx». If Unit Opanaor shaN not have so conxnartced antyor
pmseculed, then Ihls Order shaN termbtate, except for any cash sums then payabkr hereunder,

sooner terminated by Order of Nte Board, this Order shaN expbe at 12:I)'0 P.M.
on Nte dhd ~,on which aN weHs covered by the Order and/or aN weNs from whkh productkrn is
aNecaM to Bte Subject MNng Unit are pennanenNy abandoned and pbtggad. However, in the
event an is taken from this Order, than Ihe Hme between the HHng of the peHHon for appeal
and the Order of the Cbcuk Court sheN be exduded In calcukrtbtg the tvnvysar pedod
refsned to htaetn.

15. Ooerakrr's Lien: Unit Operabx, in addltke to the other dghts aiforded ereunder,
shall have a Nen and a right of set tdf on Nta Qas estates, dghts, and nterests owned by any
person hereto who ebtcls to psrtkdpakr under Paragraph 0.1 In the Subject DrHHng Unit to
the extant that costs incuned in the drHHng or operatke on Ihe Subject DrHHng Unit are
chargeaMe HH(abed such person's Interest. Such Hens and right of set og shts be sparable as to
each person and shaN remebt Nens unS the UnN Operstw drging or peeratbtg eny well
covered herdby hes bean paid the full amounts due under the ianna of this Order.

15. IEscmw Provisions: The AppNoant represented to the Board that there ae no
unknown or urdootHatde caiman« in the subject DrHHng Unit whose payments are subject 1o the
prxdskste of ~~~+ 18.1 hereof in ihe subject DrHHng Ural and, the Unit ~ has
reprinted to the Board gud there are ewlgcgng qbtbnants in Treat 1 of Subject DrHHng Unit
whose paymarda «» subject lo the pvtslons of Paragraph 152 hereof. Therefore, by this
Order, the Bfqxew Aynt named hendn or any ucoessor named by the Board, le rerpdnM to

an lnieresabeadng escrow aocount for TraCt 1 of Subject DrHHng Unit (hendn "Escrow
Account), eral 1c recehre and account to the Board pursuant to Ns agreement for the seaweed
funds hereaHar ascribed in Paragraphs 18.1end 18.2:



Wachovla Bank, N.A.
VA751 5
P.O. Box 14051
Roanoke, Vkginia 24038
AttsnHon: Judy Barger
540483-7784

16.1. Eecrsw Proviehne For Unknown or Unbcatatxa Parsons: If any payment of
bonus, royalty paymeid or other payment due and owing under this Order cannot
bs made because the parson enHHed 5»reto cannot be located or ie unknown,
then such cash bonus, royaNy payment, or other payment shaN not be
conxnhghd wNh any funds of the Unit Operakx and, pursuant to Vs. Cods tj
45.1~1.21.D, said sums shaH be deposNed by the Unit Operskx into the
Escrow Account, cornmertchg wNhln one hundred twenly (120) days cf reccrdhg
of this Order, and onNnuing Iherssgsr on a monHHy ba4s wNh each dspoeN to
be made, by use of a repert format tpppovsd by 5» Inspector, by a data which is
no Islsr than sbdy (60) days aller 5» last day of the mordh behg neported snd/or
for whhh funds ars behg deposNsd. Such funds ehsN be held for 8» extdusive
uee of, and sole beneHt of 5» person enHHed thereto until such funds can be
paid to such person(s) or unO the Escrow Agent ndhquiehes such funds ss
requked by lsw or pursuant to Order of the Board in accordance wNh Va. Code tj
45.1-361.21.D.

18.2 Eecmw ovielooe For conlNetho laknante: If any payment of bonus, royalty
payment, proceeds in excess of ongclng opersHonsl expenses, or oH»r payment
due and owhg under Nds Onler cannot be made because the person enHHed

thereto cannot be n»de celtah due to ~~~-O tdaims of~and/or e
deHect or ckxtd on the Hge, H»n such cash bonus, royalty payment, proceeds in

excess of ongohg oi»rslkx»l expenses, or oN»r payment, logsH»r wkh
Parlkdpating OpkreNoVs PrcpolHonate Cosh paid to Unit Operator pursuant to
Paragraph 9.1 hereof, if any, (1) shall not bs commingled wNh any funds of the
Unit ~ and (2) shaN, pursuant to Vs. Code 55 46.1-361.22%.2,45.1-
361.22.A.3end 45.1481.22%.4,be deposited by the Operator into the Escrow
Aocount within one hundred twenty (120) days of rtxxxdhg of this Order, and
conHnuing hereaher on a monHHy basis with each deposit to be made by a date
whhh is no later then skdy (60) days aNsr Ihe last day of the month being
rsptxtad and/or for whhh Ands tee subject to deposit. Such funds shall be held
for the excktetve uee of, snd sole bensHt of, the person enHHed thereto unO such
funds csn be pakl to such person(s) or untN the Escrow Agent reNnquiehee such
funds ae required by law or pursuant to Order of the Board.

Soacial FkxNnoe: The Board specNcaNy and specktNy finds:

17.1. OesMet Operagng Company, Inc. Is an Aktbama Corporatkxt and is duly
a thorlzed and quaHHed to boneset business in the CommonwesNh of Virginia;

17.2. OeeNHet CH»rating Cesepany, Inc. is an operator in the Commonwealth of
Virginia, and hss esHsHed the Board's requirements for operathns in Vlrghia;

17.3 OeeMet Ol»eating Company, Inc. ckdms ownership of gas lessee, Coalbed
Megxa» Gae leases, and/or coal lessee representhg lgN75 percent of 5» oH

and tp» hlsrestkeatms h and to Coalbed Methane Gas and 64.55 percent of the
coal htereet/okttms in and to Coalbed Methane Gss in Subject Drigng Unit; and,
AppNcant cktkns 5» right to exphre for, develop and produce Cotebed Methta»
Gas from Subject FonnaHons in Subject DrHHng Unit in Buchanan County,



Virginia, which Subject Lands are more parNcularly described in Exhibit A;

17.4 Applicant has proposed the drNNng of the Subject DrNling Unit to a depth of 2451
feet at the keetke depkxed on Exhort A lo develop the pool of Gas in Subject
FormaNons, and to complete and operate the Subject DrNNng Unit for the purpose
of producing Coalbed Methane Gas.

17.5. The esNmated total gas producNon from Subject QrNNng Unit is 1115MMCF.

17.6. Set forth in Exhibit B4, is the name and last known address of each Owner or
Claimant idenNfied by the Applicant as having or datmlng an interest in the
CoaNed Methane Gas in Subject Formatke in Subject DrNling Unk underlying
and comprised of Subject Lands, who has not, in writing, leased to the Appgcant
or the Unit Operator or agreed to voluntarily pool his interests in Subject Drilling

Unit for its deveopment. The kderasts of the Responderils listed in Exhibit BN
comprise 43.1425 percent of the oN and gas interests/datms in and to Coalbed
Methane Gas and 35.02 percent of the coal hlerests/dakns in and to Coalbed
Methane Gas in Subject DrNling Unit;

17.7 Applicant's evidence estabgshed that the fair, reasonable and equitable
compensaNon to be paid to any person in lieu of the right to aarNciptde in the
Wslls are those options provided in Paragraph 0 above;

17.8 The relief requested and granted is just and reasons@a, is suppotfad by
substantial evklence and will afford each unkesed person listed and named in

Exhibit B% herelo the opportunity to recover or receive, wNhout unnecessary
expense, such person's just and fair share of the producton from Subject Drilling

Unit. The granting of the ApplhaNon and relief squealed therein wB ensure to
the extent possible the greatest ultimate recovery of CoaNxxf Methane Gas,
prevent or esskrt in pravsnNng the various types of waale pohibNad by statute
and protect or assist in potecNng the correlative rights of aN persons in the
subject common sources of supply in the Subject Lands. Therefore, the Board is
entering an Order granting the relief herein set forth.

18. MaNkto Of Order And FNlno Of AINdavk: Applicant or its Attorney shaN file an
afNdevN with the secretary of the Board within sixty (60) days after the date of recording of this
Oisktr staNng that a true and correct copy of said Order was maNed wNhin seven (7)days from the
dale of ile rebaqx by Unit operator to each Respondent named in Exhibit Bs pooled by this
Order and whose address is known.

19. AvaNabBtv of Unit Records: The Dkector shaN pnnrkfe aN persons not subject to
a tease wNh reasonatxe access to aN records Ibr Subject DrBlng Unit which are submitted by the
Unit OSsrator to sakf Director and/or his l~s).

20. Conduaton: herafore, the requested relief and aN lerms and provisions set forth
above be and hereby are granted and IT IS SO ORDERED.

21. Aooeals: Appeals of this Order are governed by the provisions of Va. Code Ann.

j) 48.1-381.9whhh provides that any order or decision of the Board may be appealed to the
appropriate circuit court.

22. EffacNve Data: This Order shall be effective as of the date of the Board's
approval of1his ApplfcaNOn, which is set forlh at Paragraph 1 above.


